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* . Dear Applicant:

- We have considered your appilcation for exemption from Federal Income tax as an
-organization described in section 501(c)3) of the Internel levenue Code.

The 1n£ormation presented discloses that you were incorporated _
* under the nomprofit laws of the State of Il Your purposes include the
: following :

o To prouwote the auoption and application of higher SOClcl, business, and
professional standards.

" To provide through this club a practical means to form enduring business’
relationships. : e

To prnmote the husinesae of the members and in particular to promote the -

exchange of businuss informdtion and ideas.
1

o promote business in the _ area.“

~Your activities include nolding veekly breakfast meetings where each member
_discusses business events and news of the past vweek that affects them or other
menbers: and at which business tips (potential sales for members) and leads are.
exchanged. A membex 1s alxo the featured speaker at the breakfast, and: an. ad ‘
which includes the member's name, occupation, and picture and identifying him as
.+ a member -is placed in a newspaper. Your other activities include holding a

- "monthly meeting at a member's business {or tip exchanges and printing brochures
. 1listing member's names, business names, and addresses. You state that all your
members bave gained additional clients/sales from tips and leads received fxom
other nembers within the group..

Your membership is ccmpoaed of persons,partnershipe, firms and corporations,
"each representing a different trade, business, occupation, or professiom.  Any
of the above whose main activity or profession is not in competition with that
of a'member is eligible for membership in your organization. An application for"
rembership shall not be denied by reason:of any conflict between the main
activity of 'such applicant and an incidental activity of a member.




. ~2-

',Your income 1s- derived plincipally form membership dues and 1s disbuxued for
: monthly meeLing expenses, ads, and brochures.

Sectlon 3501(ce)- of the Internal Revenue Code of 1954 describes certain
.part, ag | follows.

"(3) Corporations and any community chest, fund, or foundation,
organized and operated exclusively for religious, charikable,
scientific, testing for public safety, literary, or educatioaal
purposes, oxr to foster national or imternational sports competition
(but only if no part of its activities involve the provision of
athletic facilities or equipment), or for the prevention of cruelty to
children or animals, no part of the net earnings of which inures to

the benefit of any private shareholder or individual, no substantial
‘part of its activities of which is carrying on propaganda, or
“otherwise attempting, to influence legislation, (except as otherwise
provided in subsection (h)), and which does not participate in, or
intervene in (including the publishing or distributing of sLatcments).
. any politicul campaign on bekalf of any candidate for puulic office.

Lctiou 1. 501(c)(3) 1 of the Income Tax Regulations providcs, in part, as
’IOllOWSr

"(a)(l)» In order to be exempt as an organlzation described in sectivn =
v501(c)(3), an- organization nust be both organized and operated exclusively -
' for ome ‘or more of the purposes: specified in such section.  If an
‘ organization fails to meet either the organizationsl test or the
: operational test, it is not exempt.

;fas follows.

"An organization is not organized exclusively for one or more exempt
purposes; if its articles expressly. empower it to narry on, otherwise
than as an insubstantial part of its activities, activities which are
not in furtherance of one or more exempt purposes.

Section 1.501(c)(3)—1(d)(1)(1) of the Income Tax Regulations provides that,

"An organization may be exempt as an orgahization described in section
501(c)(3) if it is organized and operated exclusivaly for one or more
of the following purposes‘ . .

e ‘(a) Reidgious,
TR (b) Charitable, -
(e) - Scientific,
(d) Testing for public safety,
(e) Literary,.
- (£) " :Educational, “or ‘
(g) Prevention of cruelty to children Gr animals.

Section l 501(c)(3)-1(c)(1) of rhe Tncome Tax RegulaLions provides thdt,

‘.“An organizatlon will be rubarded as operaLed exclusively for one or _”
e more exempt purposes only if it engages primarily in activities which )
-~ accomplish: one or more of such’ exempt purposes specified in section i
501(c)(3).  An organization will uot be so regarded if more than an
“insubstantial part of lts artivitiec is not in futherance of an exempt"
rpo '

organizationu exempt from Federal income tax under section 501(a) and reads in C e

"Section 1. 501(c)(3) L(b)(1)(ild) of the Income Tax Regulations provides in part,:-:




;f“ Co o Section 1.501(e)(6)-1 of the Income Tax Regulations provides, in part, as
P follows:

"A business league Is an association of persons having some common
business interest, the purpese of which is to promote such common

- interest snd not to engage in a regular hbusiness of a kind ordinarily
carried on for profit. It is an organization of the same general class
as  a chamber of commerce or board of trade. Thug, its activities )
should be directed to the improvement of business conditions of one or .
more lines of business as distinguished from the performance of
particular gervices for individual persons. An organization whose

: purpose is to enpage in a regular business of a kind ordinarily carried
: o on for profit, even though the business is conducted on a cooperative

‘ basis or produces only sufficient income to be self-sustaining, is not
* a business league....”

~ Rev. Rul: 55-391, 1951-2 C.B. 151, holds that an organization composed of
- individuals, firms, ascociations, and corporations, each representing a
- different trade, business, occupstion, or profession and created for the purposeﬂ.
' of exchanging information or business propects has nmo common business interest -
other than a desire to increase sales of members and 1s not entitled to’ -
exemption under Code section 501(c)(6). The organization'’s activities.are not.
. directed to. the improvement of business conditions of oné or more lines of '
'husiuess buL rather to the promotion of the private interests of 1ts members.

rYour purpoaes, as stated in your Articles of Incorroration, are Lroader than

““those of section 501(c)(3) of the Code, .and you do not primarily engage in

activities that accomplish one or piore of the purposes specified in section

;- -501(ec)(3). Therefore, you are not organized and operated exclusively for one or
L more exempt purposes withln the meaning of Code: section JOl(c)(B)

e Your_members do not have a cosmon business interest other than a mutual desire = |
. to increase thelr individual sales. Further, your activities are not directed
. to.the improvement of one or more lines of business, but rather to the promotion
- of your members' private interests. Therefore, you are not operated in a manner
consistent with the Intent of Code section 501(c)(6).

{‘h' do not neet ‘the requirements for exemption under Code gsection 501(c)(3), :
gection 501(c)(6),0r any other subsection of the Code. You are required to file
Federal Income Tax Returns, ¥orm 1120, and when due, Federal Employment Tax

,’ucturna, Torm 941, and Federal Unemyloyment Tax Returns, Form 940, for all

i years. :

‘;'Séctioh 501(c) of the Internal Revenue Code of 1954 describes certain
i orwanizations -exempt from Federal income tax under section 501(a) and reads, in
purt, ‘as follows.

"(6) .Business leagues, chambers of commerce, real-estate boards of
"trade, or professional football leagues (whether or not administering a
- pension fund for football players), not organized for prefit and no
part of:the net earnings of which inures to the benefit of any prlvate
bhareholder or 1ndividual.




_.1f: you do not agree with our findings we recoumend that you request a conference
with ‘a member of the-Reglonal Director of Appeals Staff. Your request for a
,conference should include a written appeal signed by an authorized officer
‘giving the facts, law and any other pertinent information to support your
position.as expleined in the enclosed Publication 892. If you are to be
-represented by someone who is not one of your authorized officers, he/she will

" need to file a power of attorney or tax information authorization and be
qualifled to practice before the Internal Revenue Service as provided in
Treasury Department Circular No. 230, The conference may be held at the

: ‘Regional Office or, if you request, at any mutually convenient District office-

‘ ,Section'7428 of the Internal Revenue Code, entitles you to file a petitlon for a
" 'declaratory judgment in the United States Tax Court, the United States Claims
"“Court, or; the United Statés District Court for the District of Columbia 'with

"-rrespect to this determination. However, section 7428(b)(2) of the Code providesv'

in part. that "A declaratory judguent or decree under this section shall not be

‘issued in any proceeding unless the Tax Court, the Claims Court, or the District o

" Court ‘of the United States for the District of Coluumbia determines that the .
vorganization involved has exhausted administrative remedies available to it
within the Internal Revenue Service." :

- 1f we have not received an.appeal within 30 days; this will become our tinal

""" determination letter. -Your failure to exercise your appeal rights will be.

‘. considered by the Internal Revenue Service as a failure to exhaust your )
kavailable administrativt remedies. » .

Bincerely yours,

Enclﬁéﬁres,'
. Form 1120
2 Egblication‘892




